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VP-L.UME 

Month 

YTD 

% Chanee YTD 

Marlboro 

1537 

15,806 

-10.8% 

Full Margin 

2263 

22,798 

- 9.5% 

Price Value 

362 

3,083 

20.2% 

Famous Value Brands 

247 

1,637 

+100% 

PM U.S.A. BRANDS 




A. New Products 




Marlboro Medium 

100's 




Actual YTD shipments to accounts of Marlboro Medium 100's are 124 million units for 
the Region. 

Section 11 - Distribution currently stands at 90.6% for the box, and 86.4% for the soft. 
Promotions geared specifically towards these packings should be developed to increase 
brand movement. YTD shipments to direct accounts have totaled 33 million units, 
representing 27% of Region sales. 

Section 14 - 32 Million units sold to date-represents 26% of Region sales. Section 14 
Distribution 90%. Generally Marlboro Medium 100 sales are slow across all markets. 
Even though the Medium 100's are included in all promotions, they are not 
experiencing repeat sales. A brand specific promotion for Marlboro Medium 100's is 
needed to create consumer awareness and stimulate retail pull. 

Mmlhsmt 5-Pacfc 

Section 11 - Retail Masters accounts have been prebookecLRetail response about the 5- 
pack has been positive as long as we advertise and promote it. Many accounts want the 
product shipped when POS and displays arrive. 

Section 12 - Acceptance of the Marlboro 5-Pack has been moderately received at 
wholesale. Comments from direct accounts who service C-stores indicate they would 
welcome other 5-packs. Resistance has been encountered to different item numbers vs. 
packing these in normal Marlboro cartons with the choice for pricing and 
merchandising left to retail stores. Some C-store accounts question the need for both a 
10-pack and 5-pack carton and have indicated that they may discontinue the 10-pack 
carton. The reason C-stores are considering this action is the fact that the 5-pack 
carton can satisfy all of their customers needs (two 5-packs equal one carton). 

Section 14 - No refusals to date from targeted accounts. Hand stamping is still an 
issue although accounts report that the box packings run through their machines 
without problems, others claim hand stamping is necessary. This issue will be 
addressed on an account-specific basis to resolve the problem. 

§£££ial King s 

Actual YTD shipments to accounts for B&H Special Kings are 126 million units for the 
Region. 
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Section 11 - Acceptance of the brand at both wholesale and retail has been excellent. 
YTD shipments into direct accounts has been 21 million units. 



Section 12 - YTD shipments to direct accounts are at 15 million units. Comments from 
the field indicate that many retailers are surprised that we are introducing a B&H 
extension because many of the brands’ steady decline over the years. However, pre¬ 
booking of the B&H Special Kings has been enthusiastically received at many 
locations because of its attractive packaging (and the B&H Market Study information) 
while at other locations they have been received reluctantly. The information that was 
made available by the B&H Market Study is an effective method of utilizing resources. 
Section 12 would like this same information to be made available at all accounts for all 
of our brands, especially Marlboro. Accounts have recognized the importance of this 
information for cigarettes as well as ACV; having this information would be an 
invaluable asset to the field. 


Section 13 - B&H Kings introduction has been very successful from Day 1. 58 million 
units have been sold to direct accounts. We are gaining a large distribution % in the 
state territories. City territories report that while sales have been even , retailers are 
unwilling to commit to purchases of large quantities of product due to economic 
restraints and the unknown entity of a brand extension. Factors that have contributed to 
the initial sell-in include the unique packing, money off introduction and the follow-up 
promotions. The switch-selling budget for this brand remains the most important tool 
in placing the product in the consumer's hand. While the brand introduction is 
successful, the supporting POS was a problem for some because of the changeover to 
PM Express. Overhead cards were too large for placement and had to be shortened to 
accommodate the pack merchandiser. The feedback from those Sales Representatives 
that have revisited stores with B&H distribution shows that in the lower volume 
accounts the brand is stagnant, and in the higher volume accounts sales are moderate. 
Our major obstacles are the one-pack 400 off specials on Newport and 500 off pack 
purchase on Newport, Salem and Kool. We need incentive promotions to be 
competitive and increase our customer base. 

Section 14 - 31 million units sold to date representing 25% of Region Sales. Section 
packing contribution is 60% Menthol, 40% Regular. Wholesale acceptance is currently 
at 90% with 80% of these accounts accepting their entire allocation. WaWa and Rite 
Aid will participate in the B&H King introduction after the 400 off coupon product 
becomes available (9/14/92). Remaining holdouts (Acme, Superite) will accept non- 
promotional product. By not having these product options available, the impact of the 
brand on the market is handicapped. We desperately need additional promotions to get 
the product into the consumers' hands and grow this segment of the market. Menthol 
competition has raised their couponing efforts to 500 off a pack. Without a quality 
incentive for B&H Special Kings, customers are not incented to try our product. 
Consumer acceptance varies. Suburban sales are skewed towards the Lights, while the 
inner city is predominantly full flavor menthol. In order to gain maximum trial on the 
menthol, it is imperative that we maximize consumer activities through additional 
sampling and switch- selling. Additionally, it is necessary to increase price and 
promotional support at retail to stimulate consumer trial. 

Merit Ultima 

Section 11 - Distribution for the box packing currently stands at 91.6% for the kings, 
and 91.1% for the 100's. Sales have stabilized since all promotional product has been 
depleted. The brand has developed a respectable following, and retailers continue to 
reorder the product on a regular basis. Shipments into direct accounts YTD have 
totaled 118 million units. 
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B. Full Margin 

Section 11 - Full Margin shipments for 12mm through August are down -8.7% 
(Marlboro -5.5%). Aggressive Price Value promotions by the competition continues 
to eat away at the Full Margin segment. 

Section 13 - While Marlboro continues to outsell all brands, we must continue to 
promote the product at retail. The Marlboro Summer Special was a tremendous success 
and should be implemented at least three times a year. State territories report Marlboro 
Medium 100’s as holding its own. However, city areas report that the brand is 
moving very slowly. Distribution of the Medium 100's is around 60%. The city is a 
King Size market for Marlboro Medium, as proven by the 84% distribution. Merit 
Ultima continues to hold its consumer base as the 500 off product disappears. Pack 
promos are needed to ward off any erosion. 

Section 14 - Marlboro Summer Program has met with mixed success across all 
markets. Various Units in the Delaware District report substantial increases in 
Marlboro volume; i.e. 20 high-volume accounts ordered an additional 400 ctns. per 
month (= 8,000 ctns per month). Other Section 14 Units report sales of incremental 
Marlboro from 9,500 cartons to 12,000 cartons. One chain (Coastal Mart) ordered an 
additional 12,000 cartons of Marlboro for this promotion. 

New Marlboro POS Material: Unit Managers report that these items look "awesome" in 
stores and should dramatically add to Marlboro awareness. 

C. Price Value 

Section 11 - Shipments of Price Value product to direct accounts 12mm through 
August are up 65.9%. The recent pricing action has given RJR a competitive edge at 
retail. The delay of new coupon denominations for retail use has also hampered the 
promoting of our P.V. category. YTD shipments through August equal 102 billion 
units. 

Section 12 - ABC. Reduction - Section 12 strongly urges that we develop P.O.S. 
that relays our everyday ABC low price message to consumers in a fashion that will 
maintain brand imagery. Our sales force is diligently placing handwritten callouts to 
relay the new savings message to our customers. However, support in the form of 
identifiable signage and carton/pack stickers would add value to this process. 

Section 13 - The price reduction of generic product has not increased P.M. Price Value 
sales. Increased competitive buydowns and the ongoing promotion of Monarch have 
inhibited our business growth objectives. The Buy 1 Get 1 Free Cambridge promo 
was well received at retail and did, however, cut into the Monarch sales. 

Section 14 - 

Cambridge - Sales volume is declining (down 17.1% YTD). The confusion and 
lateness of the price reduction program prevented the price drop from reaching the 
consumer for a minimum of 3 weeks Sectionwide as compared to competitive 
reductions. Also impacting sales volume was the unavailability of coupons during the 
same period, causing Cambridge to be at a price disadvantage compared to Doral. Also 
affecting brand volume is the recent lack of promotional support at the retail level. 
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Alpine - The price reduction program confusion had little effect on this brand due to it 
being a free-standing menthol which consumers differentiate from the core price value 
brands. The recent (June 14, 1992) FSI drop had minimal impact on brand volume due 
to the proliferation of price value brand entries and the high dollar marketing support 
they received during this period. Retail continuity pack programs using price off and 
value incentives are needed to develop consumer awareness regarding the brand's 
prices and menthol positioning. 

Bristol - The recent price reduction on Doral, Cambridge and Viceroy has begun to 
impact sales volume due to the high consumer profile that these brands maintain. Also 
the price reduction of Raleigh Extra along with the recent flurry of new brand 
introcluctions into the black and white segment has placed Bristol at a competitive 
price disadvantage. Recently, Section 14 sales personnel began ordering and utilizing 
$4.00 off carton coupons to restimulate consumer awareness and to combat 
competitive price initiatives. 

Bucks - This brand continues to hold onto its consumer base due to the continuity of 
programs initiated in the 1st quarter of 1992. 

D. Famous Value Brands 

Section 11 - FVB shipments to direct accounts YTD have totaled 736 million units, 
making it the #3 brand behind Marlboro and Merit. Our Private Label is becoming 
competitively disadvantaged because distributors are only paying a 500 per carton 
rebate while RJR is rebating $1.10 per carton on Monarch. This rebate differential is 
beginning to have a negative effect on FVB sales at retail. 

Section 13 - Our FVB sales have slowed with the heavy up promotion of Monarch and 
the increased buydown budget from RJR on their black and white brands. C.P.C. 
continues to be very visible in this segment of the market because of the activity of the 
B&W sales force and Philip Monis S/R's in the Bronx and Manhattan. 

Section 14 - FVB sales volume continues to increase due to the rapidly expanding 
distribution at retail because of our Retail Masters program and private labels. On a 
long-term basis price promotional support is necessary, as it will be difficult to 
increase retail takeaway due to competitive initiatives. 


III. COMPETITIVE ACTIVITY 
A. R„T, Reynolds 

1. Promotions 

Winston: Free Foster Grant sunglasses w/3pks (13,14) 

Free Foster Grant sunglasses w/2pks (11) 

$3 off carton (14) 

Winston Lights 100’s B2G1F (11) 

NASCAR Racing T-Shirt w/4pk purchase (Sec. 11) 
Buy 2 packs Select-get free can cooler (13) 

500 off pack stickers, all packings (13) 

Camel: 500 off pack (11,14) 

Series 2 Camel Joe Catalogue (11) (12) 

Buy 2 packs, get a tank top (13) 


Source: https://www.industrydocuments.ucsf.edu/docs/mqglOOOO 


2061590803 



Region 1 Highlights 


Salem: 


Vantage: 


Doral: 


Magna: 


2. Merchandising/Fixtures 

RJR has agreement to protect their overheads stating that they will pay specific 
accounts (store names inserted) $250.00 to offset competition's offer to replace 
the RJR overhead. Payment will be made on a one-time basis by check. This 
agreement is supposed to run uninterrupted for a 3-year period, and RJR 
reserves the right to plan-o-gram its allocated space. RJR's space is not to be 
relocated or reduced for the life of the agreement. (14) 

3. Sales Force Activity 

For the last 2-3 weeks, RJR's sales force has been busy with price value 
brands, specifically Doral. They have been removing $6 coupons and replacing 
them with new roll-back coupons that are lower in actual denomination. (14) 

At this time many distributors are pricing Doral below Alpine/ Bucks/ 
Cambridge. RJR is conducting a massive effort with part-time outside help to 
sticker and insert all Doral packs and cartons with a "DORAL ROLLS BACK 
PRICES" message to consumers at both distributors and public warehouses. 
( 12 ) 

Doral $3.00 buydowns continue at I.R.C. accounts, even after RJR's price 
reduction. Wholesale accounts have received a mailgram from RJR stating that 
they would n<2l be changing their present Doral list price (copy unavailable). 
( 12 ) 

RJR has issued a letter to their retail customers informing them that they will be 
maintaining their current list price on Doral (letter sent to direct accounts with 
the same message that was sent last week). (12) 

Best Value and Monarch have announced that their 500 credit per carton rebate 
has been discontinued in favor of a 500 "off invoice" trade discount. This now 
places “Basic” at a competitive disadvantage at retail and threatensdistribution at 
Retail Masters accounts. (12) 


5 


Free "slim" lighter with 2 pack purchase (14) 
$2 off 5-pack purchase (14) 

500 off 1-pack purchase. (11, 13,14) 

$1.00 off 2-pack purchase (13) 

Buy 2 packs, receive a brass lighter (13) 

Free compact mirror for women w/2pks (14) 
$3.00 off carton (13) 

$2.50 off carton (14) 

300 off pack. (14) 

$3.50 off carton (11,13) 

350 off pack (11) 

B1G1F (13) 

300-350 off pack (11, 14) 

$2 off carton (11, 14) 

$4.00 off carton (all Sections) 
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4. 


5. 


New Products 

RJR has sold an exclusive private label, Marker, to Brooks Drug stores. 
Marker is priced the same as est Value and Monarch. No other details are 
available. (12) 

Other 

Camel Catalog - Volume 2 is out. Offer good thru 1/29/93. 

Upcoming promotion 9/14/92 - $4.00 off a carton of Salem, Winston, More & 
Vantage. 


B. Brown & Williams o n 

1. Promotions 

Kool: 500 off pack (11,13,14) 

$3 off carton coupons (11, 14) 

$5.00 off/carton coupons (13) 

1 pack w/lighter (13) 

Capri: B3G2F (14) 

$2.00 off/carton (13) 

Raleigh: Extra - $2 off carton coupon (14) 

Viceroy: $5 off carton (11, 14) 

500 off pack (11, 14) 

$2.00 & $3.00 carton coupons 
Buy 1 Get 1 Free 

GPC: Sales Force is buying product down (up to $2.00/carton). (11) 


2 . Merchandising/Fixtures - Nothing to report. 

3 . Sales Force Activity 

Number one priority appears to be promoting their GPC brand. (11) Sales 
force activity has been focused on reducing the price of GPC, Raleigh Xtra and 
Viceroy in a “down the street” fashion at retail. (12) 

4. New Products 

Savannah Lights is being test marketed in Georgia, Florida, and Alabama. 
They will go national 1st Qtr 1993. (14) 

5. Other 

Section 13 

B&W reps are placing permanent metal displays in inner city market featuring 
Viceroy or Raleigh. 

Reps have been including GPC on 3-tier displays and are utilizing separate 
vertical displays where space is a problem. 
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C. American 

1. Promotions 
Riviera - 

The main concentration of the sales force during this review is the new sub¬ 
generic packing, Riviera (6 packings). (14) $15 allowance for retailers who 
book in 10 cartons. Due to sub-generic pricing retailers are willing to take in 
larger quantities. (14) Riviera has 60- and 80-unit floor displays that are being 
placed at retail. Movement has been slow. 

Misty: $1 off 2 packs (14) 

200 off pack stickers on counter displays (13) 

Buy 1 Get 1 Free (13) 

Buy 1 carton- Get 2 packs free (13) 

Montclair $4 off sticker in accounts where movement is slow and product 
is getting old. (14) 

Buy 1 Get 1 Free (13) 

$3.00 & $4.00 off/carton coupons (13) 

Buy 1 pack, get a lighter (13) 


Bull B1G1F (13) 

Durham: $2.00 off carton (13) 

Carlton: B1G1F (14) 

$2.00 off/carton (13) 

American & 

Ameri Lts: Buy 1, get 1 free 

Private Stock is being heavily promoted and merchandised by the sales force. 

( 11 , 12 ) 


2 . Merchandising/Fixtures - Nothing to report. 

3. Sales Force Activity 

Effective August 10th, American began shipments of all 6 packings of "Doral 
Priced" sub-generic Riviera. List prices are as follows: Kings: $44.10M; 
100's: $45.35M (an introductory offer of $2.00 per M is on all shipments prior 
to 8/31/92). Terms are 3.25%, net 30 days. (12) 

4 . New Products - Nothing to report. 

5 . Other - Nothing to report. 
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D. Li ggett & Mvers 
1. Promotions 

Lark: B1G1F (rumored to be sub-generic in very 

near future) (14) 

Buy 1 Get 1 Free (13) 

$4.00 off on-carton coupons 

Pyramid: $3- $4 off carton coupons. (13,14) 


2. Merchandising/Fixtures - Nothing to report. 

3. Sales Force Activity 

Pyramid has raised their prices to match ABC. (12) 

4. New Products 

Chesterfield Lights introduction expected before end of the year. (14) 

5. Other - Nothing to report. 


E. 


LflEiliard 


l. 


Promotions 

Newport: 


Kent: 

True: 

Style: 


Buy 2 packs, get free T-shirt (11, 14) 

Buy 1 pack get free sweat socks (14) 

500 off/pack. (13,14) 

Buy 2 packs get free hat (11) 

$3.00 off per carton (11,13) 

Buy 1, get a tank top or short sleeve shirt free (13) 

500 off/pk (all packings) (13,14) 

B1G1F (13) 

$5.00 off carton (13) 

500 off/pack (13) 

$3.00 off/carton (13) 

Buy 1 Get 1 Free, plus 200 off on next purchase (13) 


2. Merchandising/Fixtures - Nothing to report. 

3. Sal es - P or cg _A ctiyitY . 

Lorillard has announced that Style will be list priced the same as ABC. 
Rochester has reported that Lorillard Reps are offering high-volume stores 
(500+ cpw) $50.00 per month to maintain Style in distribution. PM Reps will 
counter their efforts with Retail Masters principles that stress R.O.I.I. vs. 
subsidy payments.(12) 
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4. New Products 

Newport Superslims launch was set for Aug. 20th, Box only, 100mm Regular 
Lights and 100mm Menthol Lights. (14) 

5. Other 

A large distributor has reported that Heritage is being discontinued. (11) 


IV. CUSTOMER DEVELOPMENT 

Wawa (500 stores) /Rite Aid (2400 stores) will force ship B&H Special Kings to all stores, 
shortly after Sept. 14, which is when the B&H special coupon product will be available for 
shipping. (14) 

Zneca Tobacco is impacting sales in the Cumberland area with Best Buy. Three of the Best 
Buy packings are now in Zucca's top 50 brands. 

Riverside Markets - Anticipate signing Retail Masters MPL 2 on Sept 3, 1992. (14) 

Rite -Md - In anticipation of upcoming $5 off FSI, has forced out a double weekly shipment 
of Marlboro packings to satisfy anticipated consumer demands. (14) 

Sheetz - Shipped 200 extra cartons of Marlboro per store in anticipation of $5 off coupon. 
(14) 

Turkey Hill Minit Mart (210 stores) - Rejected Retail Masters due to RJR manufacturing 
private label for all Dillion Divisions.(14) 

Mr. Mike's (18 stores) - This convenience/gas operation has signed to Retail Masters. 
Brooks Drug (343 stores) has agreed to Retail Masters. 

Douglas Drug (21 stores) is testing Retail Masters in one location. 


RETAIL MASTERS 

Negotiations in many chain and independent accounts are progressing at a deliberate pace. We 
anticipated a slow process based on our action plans to confront competitive pressures/actions 
(the overhead issue remains a stumbling block) and educate our customers. This is a departure 
from what our industry has fostered for years and what our competitors continue to cultivate. 

Noco (24 convenience/gas locations, plus 28 Cumberland Farms locations to be added 
during 4th quarter) - Has committed to PM and RJR shared OPM signage. PM signs will be 
placed on RJR OPM's the week of 9/11/92. A negative response from RJR is presupposed; 
however, Noco is knowledgeable of both companies' programs and remains confident that 
they can leverage the Noco chain to receive maximum payout from both companies (a 
thought shared by many retailers). We will be watchful of RJR's response and tactics to the 
shared signage concept in hopes that they will set a precedent for themselves in the Buffalo 
District. 

Dav And Night (19 store convenience chain) has been signed to Ml full participation. 

King Fuels (15 stores) has accepted R.M. for all locations, M1/M2 - full participation. 
Wilson Farms (80 stores) has signed Ml full participation. 
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Bonfare (58 stores) has signed Ml and E9 full participation. 

P&C Markets (65 stores) is expected to sign at full participation in plans M3, 4, 5 & 6 by 
September 11,1992. Issues to be resolved include the Marlboro promotional vehicle and P.M. 
pack merchandising competitive advantage. 

Armeo (51 stores - a division of Sun Oil) has agreed to test co-signage in two locations. The 
major issue with this test is what Reynolds' response will be towards shared signage. Will they 
consider it to be in breach of their Preferred Presence Program? If we are successful. Retail 
Masters could be signed in as many as 45 locations. 

Fav's Drug (236 stores) continues to negotiate for space/share on carton and package 
fixtures. The next scheduled appointment is September 10, 1992, to discuss submitted 
P.O.G.'s. We anticipate either levels 1 or 2 in plans M 3-6 by September 30, 1992. 

Price Chopper (77 stores) - Continues to negotiate package fixture competitive advantage. 
We anticipate resolution to this subject early in 1993. Price Chopper is aware that they risk 
losing 4th quarter P.M. monies. 

Stewarts (187 stores) - Has not accepted Retail Masters Program. Negotiations have 
recommenced using Marlboro promotional opportunities as leverage. Stewarts’ reaction to our 
promotional leverage will be watched closely since we have just completed a successful 
Marlboro Summer Madness promotion. 

Sugarcreek (92 stores) - Retail Masters negotiations remain at a stalemate with Sugarcreek 
understanding that they are risking all merchandising programs with P.M. Negotiations 
continue with the OPM remaining as the predominant issue. Next scheduled appointment is on 
September 9, 1992. 

Quality Markets (24 stores) is expected to sign prior to October 1, 1992. The issues that 
remain include PM's Private Label, Marlboro promotional display and pack fixture competitive 
advantage. 

Wegman's (44 stores) has agreed to plan-o-gram pack fixtures to share of market with P.M. 
receiving 40%. This increases Wegmans' S.T.E.P.'s participation by one point. 


WHOLESALE MASTERS 

Fay's Drugs Warehouse has accepted 10 new Philip Morris packings to qualify them for 1992 
Masters program. 

Section 12 recommends that the calculation of the Top 25 brands be based on the measured 
retail account location versus the location of the wholesale outlet We suggest that we create a 
system that will be able to incorporate specific retail store levels weighted by volume and by 
market into the servicing wholesale accounts Top 25 measurement. Also, some flexibility for 
merchandising and distribution of price category packings must be allowed. 

We are in need of programs designed to help grow our profitable margin category (mostly 
Marlboro and Top 25) so that we can increase unit sales and remain in line with our corporate 
strategic objectives. Locally designed and limited Price Category programs are the only 
options available to the field at this time. 
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Suhiobber Program 

Section 13 - Initial implementation of the B&H subjobber program has been slower than 
expected. Select subjobbers, analyzing the potential of this program, have been quick to 
execute. The subjobbers that have not taken full advantage of this opportunity have been 
revisited on numerous occasions by our sales personnel. 


S/R's have been instructed to erect a filled shipper with retail pricing (showing discount) at 
subjobber locations to entice retailer purchase. Some subjobbers have their personnel actively 
selling this to their retail customers. 

Below is a list of subjobbers who have participated: 


C R Tobacco 
Futterman 
New World 
American 
Pakam 

Rosu Trading 

AJS 

Smile 


60 carton/30 shippers 
100 Cartons/50 shippers 
30 cartons/15 shippers 
240 cartons/120 shippers 
1000 cartons 
500 cartons B&H Kangs 
(150 shipped to date) 

300 cartons 
400 cartons 


V. SECTION/REGION EVENTS 
Section 12 

iV.r.S. Emit - Syracuse. NJL 

Consumer Affairs provided us with bumper stickers and educational brochures which convey 
smokers rights and educational information (for surrounding stores and our Marlboro 
Redemption booths) at the subject event. Local promotions and store sales included $1.00 and 
$1.50 Marlboro Race discounts off multi-pack purchases, as well as $3.00 off/free lap with 
carton purchases. These special promotions have contributed to 2 million units of incremental 
Marlboro sales. Additionally, local TV has broadcast live from the Marlboro Track with their 
sportscast segment. 

Polish Town Fair . Riverhead. NY 

Rich Lamanno's Sales Reps merchandised B&H Special Kings at the Polish Town Fair in 
Riverhead. The sale of 1 pack without incentive did not fare well, due to poor weather and 
customer turnout. Incentives are being held for future promotions. 

Hispanic Fair* Javits Center, NY 
Over 200 cartons of Marlboro were sold. 


VI. ORGANIZATION/PERSONNEL 

Pete Paoli and Jim Bischoff attended a University Relations Seminar in Richmond, Va. (14) 
Strategy Seminar was attended by DM's Wilbur Kirkland & Rich Goukler. (14) 

Unit Managers are presently attending "Power Book" seminars. (14, 11) 
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VII. MISCELLANEOUS 

DM Jim Bischoff, SAM Ed Miller and UM Bob Munley attended a 4-day P.A.T.C.D. 
convention in Williamsport, PA. 

New York State Prisons /Reported bv Mountain Candvl - 

New York State prisons have chosen Best Value as their Black & White brand replacing Basic. 
This segment represents sales of $9 million per year (approximately 300 million units 
annually). 

QutdoQr.- Ad xe.cliamg 

An unconfirmed rumor has been circulating in the field that RJR will be significantly reducing 
their outdoor sites and expenditures for billboards. When these rumors can be verified as fact, 
they will be communicated immediately up the line. 

Local involvement with outdoor advertising companies is being developed which will enable us 
to marry marketing with sales efforts. By having input into the brand selection for outdoor 
sites we will be able to manage our limited resources better while making a greater impact on 
the market. 

A company called TDI is going around to retail outlets in Section 13 with a $15-$30/month 
payment for a billboard in the window or the side of the building. This is a test program 
starting in September. If it works it will replace the transit program in January. Current 
billboard advertising is B&H Kings and Merit Ultima. 

PM Express/Promotions 

Section 12 has had difficulty placing orders through PM Express and has two suggestions that 
will enable Philip Morris Section offices to save time and make the PM Express process more 
efficient: 

1. Eliminate the need to allocate quantities to individuals/groups via M.I.D.A.S. 
and simply send desired allocations to PM Express for their data entry. This 
process is a step that is unnecessary and has been successfully tested by Section 
12 with B&H Special Kings P.O.S. orders. Without this change, PM Express 
can be an extra administrative burden on Section offices. 

2. Place Quarterly Promotional Books on an accessible system such as the File 
Server or Microsoft Mail. Once the books have been placed on the Server, 
update the file as changes are made. In the front of the document indicate where 
changes have occurred and if necessary recommend a course of action. The 
ongoing large numbers of incremental programs not included in the promotion 
book has caused confusion and questions what we are promoting and do we 
have the right details? 

Maxwell House/Marlboro Promotion 

Philip Morris and KGF are co-promoting Marlboro and Maxwell House Coffee in Section 12 
carton outlets. Customers will receive a free 1 lb. can of M.H. Coffee with their Marlboro 
carton purchase. Excitement for this program is high, with PM and KGF scheduling and 
preparing for joint presentations to key accounts. P&C has committed for the week of 
10/24/92. Issues that have been resolved are price, coupon scanning and display size. 


Source: https://www.industrydocuments.ucsf.edu/docs/mqglOOOO 


2061590811 



Region 1 Highlights 


1 3 


Mail Order Cigarettes 

A company by the name of Tobacco Express is offering consumers the opportunity to buy 
cigarettes via mail order services. Consumers dial an 800 number, and their favorite brands are 
mailed to their home via UPS and charged to their credit card. This interesting concept has been 
experimented with in the past by an independent operator in the Buffalo District and now is 
being marketed by California-based Tobacco Express. 

Class C Beverage License 

Effective September 7, 1992, Beer Beverage Distributors will be allowed, by law , to sell 
cigarettes in New York State. District Managers are in the process of developing strategies for 
this new trade class. 

In the Buffalo District, a synergistic presentation has been made with Miller Brewing to a large 
beverage outlet chain, Consumer Beverage, telling the P.M. story. SR's are visiting 
independent beverage outlets at this time as a prospective call for this new trade class. 

New York State Vending 

On July 30, the N.Y. State Assembly and Senate passed the Adolescent Tobacco-Use 
Prevention Act. If signed, as expected, by the governor, vending machines would only be 
found in bars and other places where minors are not allowed. Another provision of the new 
law would involve stiffer penalties for merchants who sell cigarettes to minors. The penalties 
would be directed at store owners and not the sales clerk. Store owners would face fines up to 
$1,000 and a possible loss of their state cigarette license. The law, if passed, would go into 
effect in April 1993. 


E.F.T. 

Our E.F.T. program is unable to produce exact purchase figures or invoice numbers on paper 
for accounts when they place their orders Our accounts would be better able to manage their 
business if they could match our debits to invoice numbers and figures. The feasibility of this 
service should be considered so our customers can manage their business better. 

Hardware is still a major problem. Baskets, clocks, neons and wall racks are desperately 
needed to complete the program. 200 old boxes were transferred from Plainview to the Bronx 
and Manhattan. 
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REGION 2 MONTHLY HIGHLIGHTS 



AUGUST 

1992 


Volume (8/31/92) 

Month 

YTD 

% Change YTD 

Marlboro 

968.6 

15,283 

- 7.6 

Full Margin 

1,437.0 

21,739 

- 6.2 

Price Value 

553.8 

5,527 

10.7 

Famous Value Brands 

380.1 

2,020 

100.0 


II. PM IJ.S.A. BRANDS 
A. New Products 

Marlboro Medium 100's - All Sections report sales are slow and are requesting 
promotions to help move initial product through retail before we begin experiencing problems 
with out of date stock. In some areas the Kings are developing a niche but to date the 100’s 
need help. 

B&H Special Kings - Acceptance is good. Off-invoice product is well accepted in 
independent accounts. Chains are still not as responsive to this type promotion. Section 21 
suggested that for future off-invoice programs it might be good to have regular priced product 
as well for purposes of trading product in chains and for those accounts that have limited 
register keys. Section 23 reports a back-order situation in Richmond on 400 off product 
which may hamper down the street coverage. Overall excitement exists for the product and 
the packing. 

Marlboro 5 Pack - Section 21 reports excitement at Retail Master's participating accounts 
due to the concept of exclusive promotions for the brand. A $2 VPR could be made available 
through flex check for those accounts that do not accept coupons. Section 22 also reports 
concerns from high volume carton outlets that this may cause lost carton sales. Most 
accounts feel there is good potential due to increasing carton costs. Some accounts are also 
hesitant due to an additional pricing tier. Section 23 reports some accounts insisting on 
giving the 5 pack carton a 5 pack price. Reps having hard sell to gain the mid-point pricing 
needed to effectively sell 5-pack to the consumer. 


B . Full Margin 

Marlboro - $4 coupon in "The Washington Post" dramatically increased sales and was 
well received by both retailers and consumers. 3-pack promotion is generating good 
excitement and sales throughout the Region. Promotions should be continued to offset 
effects of price value brands on Marlboro. In Nashville, Birmingham, and Knoxville 
Districts, the Summer Bonus program was hampered by late arrival of P.O.S. and the price 
increase hitting at the same time. In these areas retailers have expressed a preference for a 
simplified version such as order 150 cartons and get $2.50 per carton and then add the 100 
per pack. Section 24 reports that the Summer Special was excellent with one account. Handy 
Way, reporting their best two weeks of volume in history due to this program. Section 24 
suggests in the future having the ability to conduct this program locally on at least a quarterly 
basis. Not only does it generate additional volume, but it allows us to defend against 
competitive programs and could be used in conjunction with wholesale load programs to 
move volume from wholesale through retail. Overall most Sections report great response to 
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this program. Section 25 also makes note that in Retail Masters accounts and high volume 
accounts where store sales are being conducted twice per month Marlboro incentive items are 
being utilized. These promotions are generating good Marlboro sales and having a negative 
impact on competitive sales and promotions. 

Benson & Hedges - Section 21 reports the 350 off per pack urban program was a success 
with good retail sell through. Additional quantities are being shipped out of United 
Wholesalers via S/R pre-book. Section 22 reports overall slow sales but is hoping for 
stimulation with the introduction of Special Kings and related programs. Section 22 also 
suggests a promotion that would tie-in all of the B&H family. Overall this brand family 
needs promotion to stimulate sales/growth. 

Virginia Slims - Section 25 reports still showing B3G2F Ultra and Ultra Menthol 
packings with little movement and still available. S/R's continue to create carton deals and 
wrap as B1G1F in order to help sales. This area reports women looking hard at the price 
when making their buying decision. All sections report this brand is being hit hard 
competitively. Section 22 indicates that the $2.50 coupons helped but $3 coupons are 
needed for a real impact. Section 23 has high hopes for the new 10's. 

Merit/Merit Ultima - Ultima's need additional coupons/promotions to get a good grip in 
the market. Overall brand family needs additional promotion to boost and maintain sales. 
Upcoming 2/1 should be very beneficial. 


C. Price Value 

All Sections report that the ABC reduction was confusing at retail and wholesale accounts. 
Section 22 reports retail response has been good to the elimination of one pricing tier, 
however we need to continue couponing efforts in order to remain competitive. 

D. Famous Value Brands 

Basic - Distribution increases continue as Retail Masters is implemented. Additional POS 
pieces are required if we are to effectively compete in this market vs. Private Stock, Monarch, 
and Riviera. Section 22 reports good sales in all districts with some retail accounts reporting 
Basic the #1 seller in this Section. Section 23 reports some problems with competitive 
distributors going after same accounts, with one presenting Shield and the other presenting 
Best Buy, and asking Section to go in and help persuade accounts. 


III. COMPETITIVE ACTIVITY 
A. R. I. Reynolds 

1. Promotions 

Camel - B2G1F authorized in Section 25 7-Elevens. In Section 24 free beach chair 
with 10 proof of purchases; $2 carton coupons; Buy 3 packs get free flip flops; New 
Camel Cash Catalog, Volume 13; Camel-Flage T-shirt with 3 packs in Section 23 very 
hot at retail. 

Winston - $1.50 off 3 packs; 3 packs with party mug or Foster Grant sunglasses 
(two styles); 3 packs with t-shirt in hispanic accounts in Section 25. Buy 2 packs, get 
$1 off coupon in Section 24. Free lighter with 2 packs in Section 22. Free Nascar 
sunglasses with 2 packs in Section 22. Buy carton, get a free radio/can cooler cover; 
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buy 3 packs, get binoculars for $1.50; $3 off carton (Section 23 reports huge 
quantities of these coupons); $2.50 coupon on 5 packs. Section 22 reports mail out 
to customers offering $4 off any style Winston when customer provides any coupons 
from competitive company. In Charleston WY offering free insulated mug with 2 
pack for Stemwheel Regatta - Mug features Winston logo and eagle on one side and 
"Whole Lot of Regatta Going On" printed on other side. 

Winston Select - Buy 3 packs get free Foster Grant sunglasses; Best Music 
Collection (CD or tape) of 50's, 60’s, 70's and 80's greatest country-western hits for 
25 proof of purchase and $2.99. Bounce back offer reported in Section 21 for beer 
stein, brass lighter, crystal ashtray with lighter; Braun coffee maker, and a leather 
jacket by saving the UPC symbols on the packs. 

Salem - $1 off 2 packs; $1.50 off 3 packs 

Vantage - New golf collection initiated at retail - golf hat with 3 packs; golf mug 
with 2 packs; bounceback cards on all deals for sunvisors, golfballs, other golf items; 
$3 off carton coupons; $4 carton coupons; free t-shirt with carton; free calculator with 
2 packs. New "foil wrap" also being introduced. 

Doral - 2/1's; $2 and $3 off carton coupons; 250 off pack coupons (after price 
reduction). Beginning 8/10/92 placing posters announcing "Price Roll Back" and 
"New Lower Price" at retail. On-going support for packs, with 400 pack coupons 
and and stickers in retail. In some stores, Doral offering 510 off pack (260 
manufacturer's discount and a 250 additional coupon. Retail feedback indicates sales 
increasing since price change. Also in Section 25 report that Doral will be priced at 
990 per pack in Walgreen's through the end of 1992. 

Magna/Sterling - $2 off carton coupon; 250 off pack coupons. 

Monarch - gaining visibility and distribution at retail with chain acceptance at retail 
level. In Section 23 $1.10 off carton rebates offered per carton with supplied banners 
and posters to accounts. Undercutting Basic in Section 22 by 100 to 200 in many 
accounts. 

Citation - new house brand for H. T. Hackney by RJR. Price after rebate to direct 
account is $3.42 Kings and $3.66 for 100's. 

2. Merchandising 

New OPM with lights all the way around (reported in Section 21) with turn around 
for placement in two to seven days. Retailers like the way it looks. 

New Doral floor fixtures pack/carton combo in all Red Apple Stores (44 store chain in 
Eastern NC), resembles our Fast Fare CP display. 

RJR OPM's now in all Pantry stores. 

Section 22 reports beginning to merchandise "Best Value" on separate fixture (4-wide 
with pack topper). 

Aggressively trying to place OPM's in accounts offering $200 for placement in 
Greenville area. 

Custom springload promotional display in Winn Dixie - Montgomery. 

New Winston/Salem indoor battery operated clocks. 

Section 25 reports a surplus of OPM's stored in RJR warehouses being refurbished 
for account usage. Effective October, RJR will replace all PM OPM's in A&M 
Stores (25 stores). 

New Eagle push/pull. 

Camel metal signs 
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Electronic Doral, Winston, and Camel window signs. 

3-D Winston plastic sign. 

In Section 25 S/R Donna Hendrix reported a sticker that appears to have the coupon 
amount stamped on it - RJR pricing gun? 

3 . Sales Forc e Activity 

Section 25 reports that part time personnel remain dominant in the price value "war" 
and full margin incentive programs. 

Section 25 also reports that RJR Reps have 95 calls in assignments with two part-time 
people in each. Also reported in this Section, if retailers run out of discounted 
product they sell product at reduced rates, save carton end flap to be reimbursed when 
full or part-time rep return to store. Promotions continue to be top priority. 

Terminating contracts in some areas on full margin pack displays where Retail 
Masters has been signed 

4. New Products 

Doral Non-Filter - penetration is high on the Eastern Shore. 

Best Value - RJR is aggressively introducing this brand in Section 21. 500 off 
discount from the wholesaler and Reps are also paying accounts 500 per carton 
ordered for a total of $1.00. 

Highway - made exclusively for BP Oil Chain stores is retailing for 790/pack.. 
Winston Select and Camel Wides - appear to be experiencing slow movement 
everywhere. 

5. Other. 

Retailers in Section 25 state that RJR has informed them that if they sign Retail 
Masters with PM and move the RJR full margin display, RJR will cancel all 
contractual agreements and decrease coverage in their retail account. 

Section 24 reports some retailers removing full margin displays - RJR not paying as 
promised. Paying some accounts for front of register. No contract or hard 
contracts available. 

Section 21 reports RJR going to a new system of delivery of incentives similar to PM 
Express in the very near future. 

In Express Mart Chain (Lynchburg, VA) RJR set up switch sells through cashiers 
who gave 500 coupons to Marlboro smokers who switched to Winston program ran 
for two weeks. 


B. Brown & Williamson 
1. Promotions 

Capri - Sun cap with 2 pack purchase; B3G2F 

Kool - $3 and $4 off cartons; 500 off packs; black t-shirt with 2 pack purchase; 

Raleigh Extra - $2 off carton; 250 off packs (after price reduction). 

Viceroy - $2 off carton and 250 off pack (after price reduction). Buy 2 cartons get 1 
carton free; 500 off pack coupons; B1G1F; $5 carton coupons. 

GPC - 200 carton floor display paying $100 per month with $2 off carton coupons in 
West Virginia. Buy 2 cartons, get 1 carton free in Section 22; 500 off pack 
coupons; B1G1F; $5 carton coupons. In Section 22 Reps buying down GPC 
$1.35 to $2.00 to be lower than Basic. In Section 23 $1.50 carton buy-down at 
retail; select chains participating in co-op advertising program with incentives to 
retailers. 

Richland - B1G1F 
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2. M erc handising 

8 wide 2-tier counter displays placed in Highs of Baltimore in the space PM had for 
the BL display. 

New Kool neon featuring Kool Penguin. 

New 5 shelf GPC permanent free standing carton fixture being placed in Food Lion 
through 12/31/92 (80 carton display). 

Raleigh Extra change mats showing up at retail in Section 22. 

Some stores in Section 25 offering vertical display in a prime location next to the RJR 
full margin display for Savannah. 

3. Sales Force Activity 

Cut 3 part-time employees hours from 30 to 20 in Lynchburg/Roanoke markets. 
Continuing price reduction of price value products. 

Lynchburg market reports POS blitz featuring Kool Penguin items. 

B&W rep in Virginia Beach stated that the test market for the Kool Penguin will 
continue in this area for at least two years. 

Section 22 reports increased use of part-time personnel (25 to 30 hours per week) 
during price reduction. 

Good support of GPC with banners and permanent POS. 

4. New Products 

Savannah Lights - Sold in to Old Dominion Tobacco 9/1/92. Utilizing $2 and $3 
coupons in Section 24. 

5. .Other. 

Kool sponsored a dance concert in Virginia Beach at Worrell Bros., a popular club in 
the Beach resort area. First place $100, second place $50. Also gave away ashtrays 
and samples. 


C. American 

1. Promotions 

Bull Durham - B1G1F; B2G1F; $3 carton coupons; $2 coupons in limited 
quantities placed in high volume outlets. 

Misty - 5 carton display of B1G1F product. Buy 2 packs, receive "Know Your 
Colors and Styles" a personal dressing book with coupons enclosed for free packs 
and a mail-in survey. Many areas of Section 21 report product being couponed 
and/or stickered. Buy 2 packs get free pen necklace; t-shirt with carton purchase; 
cosmetic bag with carton purchase; and address book with 2 pack purchase; $1 off 
2 packs; free lighter with 2 pack purchase. 200 pack stickers. 

Montclair - 5 carton display of B1G1F product. B3G2F; $4.50 buy-down along I- 
95; buy 2 packs get $1 off; 250 off pack. $3 carton coupons in Section 23. 
B1G1F. B2G IF and $2 off carton in Section 25. 

Carlton - $2 carton coupon. 

2. Merchandising 

F. A. Davis placing counter displays featuring Private Stock. 

Virginia Foods also providing 4 wide carton fixtures with pack toppers for Private 
Stock. 

Non Self Service package display for Montclair and Bull Durham featuring 18 
facings/$15 per month payment in Section 25. 
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3. Sales For ce Activity 

All activity centered around quick distribution of their new menthol generic - Riviera. 
In Washington market they have pulled their rural Reps to work the city and sell in 
Riviera to every retail outlet that sells cigarettes due to the fact that they are trying to 
attract young, urban black men and women. 

Working accounts to verify and convert prices. 

Section 25 has heard reports that American plans to redeploy in September and down 
size territories. Contract signed with Kelly personnel for part-time temporary help. 

4. New Products 

Riviera - Distribution authorized in 7-Eleven, Highs, and Food Lion in Section 21. 
250 off pack; $2.00 off carton, and B1G1F. 

Private Stock - Being sold to select distributors; retailers receive 500 off per carton 
if they maintain a 40 carton display in Section 21. Selling 200 to 350 cheaper than 
Basic. F. A. Davis has exclusive rights to this brand in the State of Maryland. 

Rumor of new sub-subgeneric in Section 23 possibly called American Choice - no 
details. 

D. Liggett & Mvers 

1. Promotions 

Chesterfield - $3 carton coupons; B1G1F. $5 off cartons in Section 21. 

Lark - $7 carton coupon in Section 22; 2/1 shippers arriving at Pantry locations. 
B1G1F in Section 21. 

L&M - $5 off carton coupon. B1G1F in Section 22 

Eve - B1G1F on 100's only in Section 23; also $3 off carton; B1G1F in Section 22. 

Pyramid - Marked $9.99 per carton in Section 25. S/R has authority to pay 
additional $1.50 off per carton (taking price to $8.49). A drop from 50 to 100 
cartons per store is being reported. Packs being reduced to 990. $4 carton 

coupons. $4.50 carton coupon in Section 22. 

2. Merchandising 

Nothing new to report 

3 . Sales Force Activity 

Brokerage company is now handling Pyramid in Section 25. Store personnel are 
being told how to rotate stock by code date. 

Section 22 reports that brokers are totally confused about all the pricing tiers. 

In Section 21 S/R's are selling the new Chesterfield Filters into small accounts while 
broker firms sell into larger accounts. No support materials at this time. 

4. Products 

Chesterfield Filter in 3 packings. 

5. .Oth er 

Atlas Marketing handling key accounts and wholesalers in Section 22. 

Have now completed Bahamas cruise program on the Eastern Shore. Accounts that 
maintained a 360 carton display received a free cruise to the Bahamas. Retailers 
very excited about the program. 
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E. L orill and 

1. Promotions 

Style - B1G1F with 200 off next purchase coupon. $2.50 to $3.50 off carton in 
Section 22. 

Newport - $1.50 off 3 packs with $3 mail-in rebate, baseball cap with 3 packs; t- 
shirt with 3 packs; $3 and $4 carton coupons; free suspenders t-shirt with 2 pack 
purchase. Free hat with 2 packs. BIG IF. 

Kent - $3 off carton; 500 off pack; $4 coupons with $6 mail-in offer in Section 24. 

True - $3 off with $6.00 mail-in offer in Section 24. 

Heritage - 1 pack with $1 coupon in Section 22. 

2. Merchandising 

Section 22 reports placement of new counter displays which will accommodate candy 
and other merchandise on the bottom of the display. 

3 . Sales Force Activity 

Pre-booking Newport Slims - unsure of details at this time. 

Focus on penetration of the re-positioned subgeneric Style. 

Section 25 reports S/R's working with their managers to gain better positioning and 
offer better payment program as a result of Retail Masters. 

4. New Products 

Newport Slims - no details at this time. Section 22 reports that Newport Slims Lights 
100's will be introduced with $1 off per pack. 

Rumor in Section 22 that 3 new packings of Style will be introduced at a later date 
similar to Virginia Slims Ultra. 

5. Other 

Newport aggressively working the Virginia Beach resort area; entering clubs and 
handing out to the crowd free t-shirts and samples. Newport also threw a hula 
hoop contest at Worrell Bros, at the beach. Club-owned video played back the 
contest several times over the weekend for its customers' amusement 

Rumor that Heritage is being discontinued. Stores were advised to expect $1 per 
pack coupons or buydowns to eliminate retail inventory in Section 21. 


IV. CUSTOMER DEVELOPMENT 

Wetterau - S/R's are experiencing difficulty obtaining invoices from account to make Retail Masters 
presentations. State they do not have computer time to generate the reports. 

Rodmans Drug (6 stores) averaging 126 PM CPW accepted Retail Masters. We will be replacing all 
RJR pack fixturing and gaining prime position on our Marlboro displays. They also accepted full 
line of Basic. 

Ewinff QH (5 stores) averaging 108 CPW accepted Retail Masters and we will be placing displays in 
the next few weeks. 

Food Hon has received authorization from Hagertown, MD Planning and Zoning to build two new 
stores. 

Century Tobacco Wholesalers, eliminated Bristol to make room for Basic. 

Crown!Fast Fare (119 stores) - A meet competition proposal has been approved by Section to 
maintain all current OPM's, displays, and advertising. Additional POS will be requested. 
Proposal to be made to Crown week of 9/7/92. 

Fas Mart (40 stores) - Retail Masters decision to be made this week. Special Marlboro B3G3F has 
been forced through the SDC to be run Labor Day weekend. 
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